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Results of Examinations 


As a result of the November, 1932, ex- 
aminations of the American Institute of Ac- 
countants, at which approximately four hundred 
and fifty candidates appeared before 31 céoper- 
ating state and territorial accountancy boards, 
12% passed, 19% were conditioned in one sub- 
ject and 69% failed, according to the grades of 
the Institute’s examiners. 


1932 Year-Book 


Copies of the 1932 year-book of the Ameri- 
can Institute of Accountants were mailed to 
members and associates on December 29, 1932. 
The book as usual contains membership lists, 
reports, a list of state boards of accountancy 
and the by-laws and rules of professional con- 
duct. Additional copies are available at $1.50, 
net and $1.65, delivered. 


Examination Fees 


Following announcement that the council 
of the American Institute of Accountants had 
authorized refund of initiation fees filed with 
applications submitted or acted upon during 
the current year, the board of examiners has 
received inquiry as to whether or not the ex- 
amination fee is required in all cases. 


The examination fee of $25 must accompany 
every application for membership or associate- 
ship in the Institute, irrespective of the type 
of examination required. The fee is intended 
to meet not only the cost of conducting written 
or oral examination, but also overhead ex- 
penses of the board, including printing, post- 
age, stationery and clerical assistance. 


In the case of applicants who have already 
passed the written examinations before a co- 
Operating state board of accountancy, the In- 
stitute refunds to the state board the amount 
originally paid to the Institute for the appli- 
cant’s examination. 


The examination fee required of applicants 
for advancement from associateship to mem- 
bership in the Institute is $10. The ordinary 
initiation fees, which are being refunded this 
year, are: for membership, $50, for associate- 
ship, $25, for advancement, $25. 


This statement is published under authority 
of the board of examiners in order that there 
may be no misunderstanding. 


Stock Exchange Requires 
Independent Audits 


In a statement made public on January 6th 
the president of the New York stock exchange, 
Richard Whitney, announced that after July 1, 
1933, the exchange will require independent 
audits of the accounts of all corporations ap- 
plying for listing of securities. It is stipulated 
that the auditors shall be independent public 
accountants qualified under the laws of some 
state or country. 

Mr. Whitney’s statement indicates that the 
scope of the required audit shall not be less 
than that indicated in the Federal Reserve 
Board Bulletin Verification of Financial State- 
ments. 

The text of the statement is as follows: 

Since April of 1932 all corporations applying for 
the listing of their securities upon the New York 
stock exchange have been asked to enter into an 
agreement to the effect that future annual financial 
statements published more than three months after 
the date of the agreement shall be audited by inde- 
pendent public accountants qualified under the laws 
of some state or county, and shall be accompanied 
by a certificate of such accountants showing the 
scope of the audit and the qualifications, if any, 
made by them in respect thereto. The committee on 
stock list has considered any reasons advanced why 
this procedure should not apply in particular cases, 
but has made exceptions only in the case of certain 
railroad companies. 

During this period, the New York stock exchange 
has not required that audited statements be filed with 
applications for listing, because it was felt that appli- 
cants who had relied upon the former practice of the 
exchange would have been subjected to undue delay 
if the committee had pursued any other course. 

The New York stock exchange now announces 
that its present policy in this respect will be con- 
tinued until July 1, 1933, after which date all list- 
ing applications from corporations must contain the 
certificate of independent public accountants, quali- 
fied under the laws of some state or country, certify- 
ing to the correctness of the balance-sheet, income 
statement and surplus statement for the most recent 
fiscal year. In general, the audit or audits must 


cover all subsidiaries, and the scope of the audit 
must be not less than that indicated in a pamphlet 
entitled Verification of Financial Statements issued 
by the Federal Reserve Board in May, 1929, and ob- 
tainable from that board at Washington, D. C. All 
applications must include an agreement to the effect 
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that future annual reports published or sent to stock- 
holders will be similarly audited and accompanied by 
a similar certificate. 

The committee on stock lists may make exceptions 
to these requirements in unusual or extraordinary 
cases where the enforcemnt of the requirements 
would, in its opinion, be manifestly unwise or im- 
practicable. The committee has concluded that for 
the present it will not require audited statements 
from railroad companies reporting to the interstate 
commerce commission, except in the case of those 
railroads whose accounts have heretofore been cur- 
rently audited by independent accountants. 

Representative houses and banks of issue have 
been advised of the foregoing program, and have ex- 
pressed themselves as in accord with the plan out- 
lined above which they believe is sound and con- 
sistent with the importance of affording to the public 
the most complete and accurate information in re- 
gard to the financial condition of corporations whose 
securities are publicly dealt in. 

Officers of the stock exchange have for a 
number of years been concerned with auditing 
and accounting practices, and they have from 
time to time added to the rules formulated by 
the exchange in order to clarify general ac- 
counting practices. Representatives of the ex- 
change have expressed the belief that the re- 
quirement of independent audit will increase 
public confidence in the value of corporation 
statements. 


CurRB EXCHANGE FOLLOWS SUIT 


Under date of January 11th the New York 
Curb exchange issued the following statement 
to the press: 

January 11, 1933. 

“The committee on listing of the New York Curb 
exchange has adopted a policy whereby all cor- 
porations applying for the listing of their securities 
upon said exchange will be asked to enter into an 
agreement, as follows: 

‘That all future annual reports sent to stock- 
holders shall be audited by public accountants 
qualified under the laws of some state or coun- 
try, and shall be accompanied by a certificate of 
such public accountants showing the scope of 
such audit and qualifications, if any, made by 
them in respect thereto.’ 

“At the present time about 85 per cent. of cor- 
porations whose stocks are listed issue annual reports 
prepared by independent public accountants, and it is 
the intention of the exchange to request the balance 
of the listed corporations to do likewise. 


“The New York Curb exchange has not announced 
any change in regulations whereby applications for 
listing must contain financial statements audited by 
independent public accountants, in view of the fact 
that its requirements have, for many years, provided 
that listing applications must be supported by in- 
dependent audits. 

“The new rule in regard to annual financial state- 
ments being audited by independent public account- 
ants is similar to that recently announced by the 
New York stock exchange.” 


Natural Business Year 


The American Institute of Accountants 
special committee on natural business year has 
been considering possible methods of extend- 
ing among business men propaganda in favor 
of a natural fiscal year as opposed to the ar- 
bitrary calendar-year accounting period. 

It is the opinion of the committee that 
sporadic efforts in a matter of this kind are of 
lictle avail, and that real progress can be ac- 
complished only by universal attempts on the 
part of every practitioner. 

The committee suggests that members and 
associates instruct their staff assistants engaged 
in audits of accounts closed at the end of the 
calendar year to draw off memoranda of sales 
totals by months. The employer might re- 
view this memoranda after the close of the 
busy season, and in cases where a change seems 
warranted might then discuss with his clients 
the possibility of adopting a fiscal year which 
would close at the date when operations ap- 
pear to be at low ebb. The data obtained 
from the client’s own accounts should furnish 
strong support to the accountant’s argument. 
The accountant would, of course, take care to 
avoid any disadvantage which the client might 
suffer in tax assessments through a change of 
fiscal year. 

In order to build up a record of the efforts 
which are being pa to accomplish reform 
the committee requests that members and 
associates report to the Institute any changes 
from calendar-year to a natural year which 
have been made by their clients since Jan- 
uary, 1932. In reporting such changes it 


would be helpful if the industry or type of 
business were indicated, as well as the closing 
date which has been adopted, and the chief 
reasons for the change. 

In recent years the Institute’s special com- 
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mittee on natural business year has been re- 
sponsible for the publication of numbers of 
articles, pointing out the advantages of the 
natural fiscal period, in various business 
and financial publications. The present com- 
mittee believes, however, that the most effec- 
tive method of disseminating information on 
this subject is by means of the personal P- 
proach to individual business men or by 
speeches before business organizations. With 
this thought in mind the committee is prepar- 
ing material which may serve as the basis of 
addresses on the natural year before meetings 
of trade associations or other groups of busi- 
ness men. When it is compiled this material 
will be published in the Bulletin for the in- 
formation of those concerned. 

Members and associates who would be will- 
ing to deliver such addresses at meetings in 
their vicinity are requested to advise the In- 
stitute accordingly, indicating at the same time 
any trade associations or business organizations 
to which they already have an avenue of ap- 
proach. 

It is the hope of the committee that a 
sufficient number of members will respond so 
that a nation-wide campaign of propaganda 
may be inaugurated. Such a campaign would 
doubtless gather momentum as time went on. 

Following is the personnel of the Institute's 
special committee on natural business year: 
A. S. Fedde, chairman, Paul K. Knight, Eustace 
LeMaster, Harold J. Matteson and Robert E. 
Payne. 


“Facts and Purposes” 


A pamphlet narrating the history of the 
American Institute of Accountants and briefly 
recording its accomplishments has been pub- 
lished under the title American Institute of 
Accountants—Facts and Purposes. Copies of 
the booklet have been mailed to all members 
and associates of the Institute, and in addition, 
to about ten thousand certified public account- 
ants and subscribers to The Journal of Ac- 
countancy whose names appear on the Insti- 
tute’s mailing lists. 

The pamphlet consists of 55 printed pages. 
It describes the origin of the Institute, outlines 
the structure of the several subsidiary cor- 
porations and departments, and presents 
statistical information on membership and 
finances. 


The activities of the board of examiners and 
of the principal committees, such as the ex- 
ecutive committee and those dealing with 
ethics, legislation, education and _ publication, 
are also set forth. The final section of the 
booklet deals with several outstanding accom- 
plishments, including the Institute’s codperation 
with the New York Stock Exchange, prepara- 
tion of the Federal Reserve Board pamphlet, 
Verification of Financial Statements, the work 
of the special committee on codperation with 
bankers in conjunction with the Robert Morris 
Associates, the appearances of the Institute in 
three important legal cases affecting the pro- 
fession, the preparation of a glossary of ac- 
counting terms by the special committee on 
terminology and the activities of the bureau for 
placements and the employment exchange. 


A small supply of copies is now available, 
and requests for limited numbers will be ful- 
filled without charge. 


Appointment of Auditors 


The Institute’s newly formed special com- 
mittee on appointment of auditors has under- 
taken an investigation of legal requirements in 
the several states and in various countries bear- 
ing on compulsory audits and methods of 
selecting auditors. 


The committee has given consideration to 
the English companies act and similar statutes 
in effect in the Canadian provinces. Corpo- 
ration laws of several states in the United 
States which include some reference to audit 
or financial reports have also received the con- 
sideration to the committee. Proposals for a 
federal corporation act which have been offered 
on several occasions will also be studied. 


Under date of January 4th the committee 
sent to all state societies of certified public ac- 
countants a letter requesting advice on past or 
proposed efforts to enact legislation related to 
the subject before the committee. A_ brief 
statement of its plans and purposes is included 
in the committee’s letter, the text of which is 
as follows: 


“The president of the American Institute of Ac- 
countants has created a new committee, the special 
committee on appointment of auditors, which will 
study proposals for compulsory audits and methods 
of selection of auditors presented in a paper by 
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Frederick B. Andrews at the Institute's annual meet- 
ing last October (published in The Journal of Ac- 
countancy for November, 1932). 


The new committee may recommend state or fed- 
eral legislation requiring independent audits of cer- 
tain types of enterprises and specifying the methods 
by which auditors shall be selected. 

The committee has only begun its work, and, 
naturally, has no definite recommendations to offer at 
the present time, but it believes that attempts to ef- 
fect reform should be codrdinated throughout the 
country. 


This letter is written, accordingly, to request the 
assistance of your society in keeping the committee 
informed of any efforts in your state to enact legisla- 
tion dealing with audits, accounting examinations and 
financial reports of institutions of any kind. 


From a preliminary survey the committee believes 
that there may be a tendency in this country toward 
bureaucratic supervision of the accounts and financial 
reports of corporations issuing securities to the pub- 
lic. In many states political employees now audit 
the accounts of banks, insurance companies, other 
institutions and some governmental activities or 
units. The interstate commerce commission and the 
various state public-utility commissions prescribe uni- 
form systems of accounts and standard forms of re- 
ports for the corporations under their control, and 
employ staffs of examiners to investigate such insti- 
tutions. 

It is not at all unlikely that there will be recom- 
mendations to extend this type of supervision to in- 
dustrial and commercial organizations whose securi- 
ties are widely held and dealt in by the general pub- 
lic. 


The task before this committee is a tremendous one 
and will require the codperation of accountants 
throughout the country. There are weighty argu- 
ments both for and against adaption in this coun- 
try of the English system of compulsory audits by 
public accountants, but there may be other ways of 
assuring to the general public the benefit of the pro- 
tection which professional accountants can provide. 

Any suggestions which the officers or committees 
of your society may offer will be most welcome. It 
is particularly requested that your legislative commit- 
tee advise us of any past or future proposals in your 
state related to the subject under consideration.” 


George S. Olive was re-elected director and 
treasurer of the Indianapolis chamber of com- 
merce on December 15th. 


Cooperation with Bankers 


The American Institute of Accountants 
special committee on codperation with bankers 
has undertaken the task of assembling and 
digesting material arising out of discussions be- 
tween accountants and bankers throughout the 
country in recent years. Committees represent- 
ing both national and local organizations of 
accountants have corresponded with similar 
groups of bankers, have held joint meetings 
with bankers and have published formal re- 
ports, in the course of which many authorita- 
tive opinions on professional and technical 
questions have been expressed. It is the ho 
of the Institute’s committee that this material 
may be assembled, and if a sufficient amount 
of it is available the committee will analyze it. 


Under date of December 30th the commit- 
tee sent a letter to similar committees of state 
societies of certified public accountants request- 
ing codperation in this undertaking. The let- 
ter reads in part as follows: 


The American Institute of Accountants special 
committee on codperation with bankers has in mind 
the preparation of a report covering all the work 
that has been done in furthering codperation between 
bankers and accountants. In addition to compiling 
data on this subject directly related to the activities 
of the Institute’s committee, we should like to in- 
clude all the data which may be obtainable from state 
societies. 

It would be cordially appreciated, therefore, if 
you would send us— 


Copies of any reports published by your so- 
ciety’s committee on codperation with bankers ; 


Copies of any official communications between 
your committee and bankers in your vicinity; 


Copies of any addresses delivered at joint meet- 
ings of bankers and accountants, or delivered 
by bankers before your society. 


There may be other material which would be of 
interest. Anything which you may send us will be 
welcome. 


It is thought that by compiling this kind of ma- 
terial the Institute’s committee may build a valuable 
record of opinions on specific technical questions 
which may have been the subject of discussion among 
accountants and bankers in various parts of the 
country.” 


a 
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Only Professional Accountants Eligible 
for C. P. A. Examinations in Minnesota 


An interpretation of the Minnesota ac- 
countancy law by the attorney general of the 
state, in an opinion dated December 31, 1932, 
sustains the contention of certified public ac- 
countants of Minnesota that candidates for the 
C. P. A. examination must have had at least 
three years’ professional public accounting ex- 
perience in order to be eligible. 

The question had been raised whether em- 
ployees in the office of the state controller, who 
had had three years’ experience as chief ex- 
aminer or senior examiner, were qualified to 
take the examination for the C. P. A. certifi- 
cate. ‘The attorney general at first expressed 
the opinion that such experience was sub- 
stantially equivalent to public accounting, and 
that the persons concerned were therefore en- 
titled to examination for the C. P. A. certificate. 


Certified public accountants of Minnesota 
filed a brief contending that the statute clearly 
required public accounting experience as a pre- 
requisite for examination, and pointing out 
that the meaning of ‘‘public accountant” was 
well established as applying only to professional 
practitioners. 


The latest opinion of the attorney general, 


in which this contention is sustained, reads as 
follows: 


STATE OF MINNESOTA 
LEGAL DEPARTMENT 
ST. PAUL 
December 31, 1932 
CERTIFIED PUBLIC ACCOUNTANTS 
Eligibility to take examination 
(Mason’s Statutes, Section 5700, Construed) 
Mr. Lyle W. Hines, Secretary 
Minnesota State Board of Accountancy, 
Merchants Bank Building, 
St. Paul, Minnesota. 
Dear Sir: 

On March 24, 1932, in response to an inquiry 
from you dated February 29, we arrived at the con- 
clusion that the chief examiner and senior examiners 
in the public examiner's division of the state comp- 
troller’s office who had at least three years’ experi- 
ence in said office were qualified to take the examina- 
tion for licence as certified public accountants, pro- 
vided they possess the other qualifications prescribed 
by law. 


We have: since been requested to reconsider this 
opinion and have accordingly done so. A brief and 
oral arguments have been submitted. After carefully 
considering the arguments presented and conference 
in the department, we have reached the present con- 
clusions. 


The opinion of March 24, 1932, was based largely 
upon the thought that the work performed by the 
chief examiner and senior examiners was of such 
a character that, having done this work for three 
years, they were as well qualified to take the exam- 
ination as persons who possessed three years’ experi- 
ence by reason of employment in the office of a 
“public accountant” as an assistant, or by reason of 
practice as a public accountant on their own account, 
as required by Mason’s Statutes, section 5700. 


We are still of the opinion that the preliminary 
experience required of an applicant for examination 
should be based upon the work he has done, rather 
than upon the particular circumstances under which 
he has done this work. However, the provisions of 
section 5700 are reasonably clear. The meaning of 
the term “public accountant’” seems to be well estab- 
lished. No matter how wide the scope of an ac- . 
countant’s employment may be, so long as he is in 
the hire of a private employer and does not accept 
retainers or engagements from the general public as 
an independent public accountant, he can not be said 
to be acting either as a public accountant or as an 
assistant to a public accountant. While the work 
of the state examiners is very wide in its scope, and 
while undoubtedly persons doing such work may 
possess as great or greater qualifications than others 
who are working as pyblic accountants, we neverthe- 
less believe that the term “public accountant’ can 
not be construed so as to include one who is em- 
ployed solely by the State of Minnesota under the 
language of the statute. 


Our attention has recently been directed to the 
fact that in 1912 an action in mandamus against the 
state board of accountancy was instituted to compel 
them to permit one Edwin J. Bishop to take the 
examination. Mr. Bishop was at the time a public 
accountant, but had not acted as such for three years, 
unless he was to be credited with certain time when 
he had acted as comptroller of the City of St. Paul, 
and assistant comptroller. The then attorney general 
took the position that Mr. Bishop was not entitled 
to take the examination and that his services as comp- 
troller and assistant comptroller was not the equiva- 
lent of either practising as a public accountant or be- 
ing employed in the office of a public accountant. 
This view was sustained by the district court of 
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Ramsay County and a judgment was entered on 
March 22, 1912, dismissing the alternative writ of 
mandamus and taxing costs against the relator. This 
decision was not appealed and, so far as I am aware, 
no other court of Minnesota has expressed itself on 
the subject. 

It would seem, therefore, that this construction 
adopted by the attorney general in 1912, and sus- 
tained in the district court of Ramsey County, has 
not been questioned for over twenty years. 

Under all the circumstances, and in view of this 
decision, I am of the opinion that our opinion of 
March 24, 1932, should be withdrawn. You are 
therefore advised that the chief examiner, and other 
examiners in the public examiner’s division of the 
state comptroller’s office, do not by reason of three 
years’ employment in that office obtain the right to 
take the examination for certificates as certified pub- 
lic accountants. 

Very truly yours, 
(Signed) H. N. Benson, 
Attorney General 


Book List 


A book list has been issued by the American 
Institute Publishing Co., Inc., describing its 
publications, all of which are obtainable at the 
offices of the American Institute of Account- 
ants. Following are the publications described: 

Accountants’ Index 

Supplements to Accountants’ Index 

Accounting Terminology 

Audit Working Papers, by J. Hugh Jackson 

Basic Standard Costs, by Eric A. Camman 

The Balance-sheet, by Charles B. Couchman 

C. P. A. Laws of the United States 

Duties of the Junior Accountant, by W. B. 
Reynolds and F. W. Thornton 

Duties of the Junior Accountant (revised 
and enlarged), by Alfred B. Cipriani 

Duties of the Senior Accountant, by F. W. 
Thornton 

Ethics of a Profession, by A. P. Richardson 

Fraud: Its Control Through Accounts, by 
George E. Bennett 

Introduction to Actuarial Science, by H. A. 
Finney 

American Institute of Accountants Examina- 
tion Questions 


Unofficial Answers, by H. A. Finney, H. P. 
Baumann and Spencer Gordon 

Law for Laymen, by Harold Dudley Greeley 

The Journal of Accountancy 
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American Association of University 
Instructors in Accounting 


The seventeenth annual convention of the 
American Association of University Instructors 
in Accounting was held December 28th and 
29th, simultaneously with meetings of the 
American Economic Association, and other 
affiliated groups, at Cincinnati, Ohio. 


The mornings and afternoons of the two- 
day meeting were divided into four sessions, 
devoted, respectively, to discussion of the fol- 
lowing general subjects: (1) Recent develop- 
ments in accounting methods; (2) Problems of 
accounting teaching; (3) Accounting and law; 
(4) Problems of accounting research. 

The third session was a joint meeting with 
teachers of business law. 


On Wednesday evening, following the an- 
nual dinner, Howard C. Greer, president of 
the association, spoke at some length upon the 
present status and future prospects of the ac- 
counting instructor. He reported that investi- 
gation had disclosed no alarming reduction in 
the number of students registering for account- 
ing courses at the various universities. Indeed, 
he said, since 1929 there had been no signifi- 
cant reduction at all until the current year. Mr. 
Greer indicated likewise that faculties of ac- 
counting departments had not been reduced in 
a majority of cases. He expressed it as his 
conviction that the future would see an in- 
crease in volume of accounting work required 
in this country, and also intimated that a 
knowledge of accounting by business men gen- 
erally would become more and more necessary. 
It was his conclusion that instructors of ac- 
countancy were confronted with great oppor- 
tunities, but that in order to realize them fully 
teachers should strive to build their courses 
with an eye to the actual demands upon gradu- 
ates imposed by the professional and business 


men who would employ them. 

At the dinner F. W. Woodbridge, of the 
University of Southern California, announced 
on behalf of the council of Beta Alpha Psi, 


e- 
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national honorary accounting fraternity, the 
annual award for the most notable contribution 
to accounting literature. The prize was 
awarded to A. P. Richardson, editor of The 
Journal of Accountancy and other publications 
of the American Institute of Accountants, for 
his book The Ethics of a Profession. 


Mr. Greer introduced John L. Garey, secre- 
tary of the American Institute of Accountants, 
who spoke briefly in acknowledgment. 

A paper on accounting terminology by 
Gabriel A. D. Preinreich, member of the In- 
stitute’s special committee on terminology, 
formed a part of the discussion on accounting 
research on Thursday afternoon. 

At the Thursday morning session, E. S. 
Wolaver, of the University of Michigan, sug- 
gested that the two groups of teachers of ac- 
counting and law draft a model corporation 
law. Himself a lawyer, Mr. Wolaver expressed 
the belief that joint effort by representatives 
of both professions would be most successful 
in remedying deficiencies which now exist in 
most state corporation laws. 


The following officers of the American As- 
sociation of University Instructors in Account- 
ing were elected for the ensuing year: Presi- 
dent, George H. Newlove, University of Tex- 
as; vice-presidents, James L. Dohr, Columbia; 
Howard S. Noble, University of California at 
Los Angeles; Harvey G. Meyer, University of 
Tennessee; secretary-treasurer, Charles F. 
Schlatter, University of Illinois; editor, The 
Accounting Review, Eric L. Kohler. 


Following the close of the proceedings there 
was a meeting of the Council on Accounting 
Research, at which plans for the coming year 
were discussed. 


Accounting Terminology 


A statement of the problems and purposes 
of the American Institute of Accountants spe- 
cial committee on terminology, by Gabriel A. 
D. Preinreich, a member of the committee, was 
presented at the annual meeting of the Ameri- 
can Association of University Instructors in 
Accounting at Cincinnati, December 29, 1932. 
The address is to be published in full in a 
forthcoming issue of The Accounting Review. 

Among the difficulties confronting those 
who hope to establish a standard terminology 
for accountancy Mr. Preinreich mentioned the 
necessity that the accountant’s language must 


be understood by everyone who has occasion 
to refer to financial statements. Unlike the 
terminology of law or medicine, he said, ac- 
counting terms are not intended to serve 
primarily or exclusively the members of the ac- 
countancy profession. 

Even the task of limiting the extent of the 
vocabulary is beset with difficulties: the ques- 
tion arises whether or not terms current in 
business, economics, finance and law should 
be made part of an accountant’s dictionary. 


Mr. Preinreich said that the Institute’s com- 
mittee had found it necessary to restrict the 
scope of its efforts to definition of terms which 
have their most important use in accountancy 
or have a peculiar meaning to accountants. It 
had also been decided, he said, to give only 
one definition for each term. In cases where 
there is difference of opinion an arbitrary selec- 
tion which appears to be sustained by the best 
thought of the profession may be made. 


Following is a. list of questions which Mr. 
Preinreich said had been receiving the attention 
of the committee: 


1. Should the book be encyclopaedic or definitive, 
e.g. should there be an attempt to explain or 
illustrate the terms used? 

2. Should it set standards of accounting practice? 

3. Should it contain several definitions conveying 
the same meaning? 

4. If a word is commonly used in more than one 
sense, should the book contain all such mean- 
ings or shall one of them be selected as the only 
correct use of the term? 

5. Should the lines of legal dictionaries be followed 
and court decisions be given? 

6. Should the definitions include both American and 
British usage? 

7. Should self-explanatory terms be included? 

8. Should terms be included which are satisfactorily 
defined in standard dictionaries? 


In commenting on the difficulty of solving 
some of these problems Mr. Preinreich said: 


“It is one thing to answer a list of questions in 
the affirmative or the negative and quite another to 
abide by the rules so laid down. As an illustration, 
let us take the word ‘definition’ which, obviously, 
had to be defined first, before other definitions could 
be attempted. Turning to a standard dictionary, we 
are reminded of the rules of traditional logic which 
demand that the term defined be assigned to a general 
class or genus and then be marked off from all other 
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terms in that class by stating its special attributes or 
differentiae. This sort of information would, no 
doubt, be very useful to the fellow who, upon being 
asked to define a horse, remarked reflectively: “Well, 
if you step inside the stable....etc.’ The logical 
method yields good results within the limits of the 
animal, vegetable and mineral kingdom, but is much 
less satisfactory in realm of abstract ideas where it 
is often quite difficult to avoid a circulus in defini- 
endo. 


“By adding quotations from authorities, the dic- 
tionary itself admits that its logical definition of 
definition is inadequate. Thus we read that accord- 
ing to John Stuart Mill: ‘A definition of a name is 
the sum total of all the essential propositions which 
can be framed with that name as their subject.’ 


“That sounds rather encyclopaedic, doesn’t it? But 
let us see what Locke said: ‘A definition is nothing 
but making another understand by words, what the 
term defined stands for.’ That seems to go a step 
further and comes dangerously close to approving 
the definition of a horse which I have just given. 
Finally, Josiah Royce frankly admits that: ‘A defini- 
tion, hard and fast as it is, never tells the whole 
truth about a conception.’ 


“Is it a wonder then that the definitions formu- 
lated by the first terminology committee are not 
quite uniform, but attempt to follow, now the logi- 
cal method, then the explanatory and again the il- 
lustrative method and are even found to diverge 
once in a while into the field of practical advice, de- 
pending upon which aspect of a particular concep- 
tion seemed most important? Or is it a wonder 
that in spite of all efforts, some of the definitions 
are neither exclusive nor inclusive enough?” 


In discussing the present plan of procedure 
adopted by the Institute’s committee, Mr. 
Preinreich said: 

“I think I may safely say that the most important 
problem before the present committee is that of se- 
curing the active and whole-hearted cooperation of 
everyone interested in accountancy. It is highly 
gratifying to all of us that considerable progress has 
been made in this direction in a comparatively short 
time. In the early part of the year we have dis- 
tributed almost all of the 728 words included in the 
tentative report among one hundred representative 
members of the Intsitute, many of whom are members 
of this association as well. A very large number of 
these terms has been returned with entirely or partly 
new definitions based upon specific excerpts from 
standard accounting texts and with full explanations 
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of the reasons for the changes made. The commit- 
tee has also been fortunate enough to receive some 
financial aid enabling it to secure the assistance of a 
member of the Institute in the systematic analysis and 
coérdination of this new material, which shows evi- 
dences of great care and painstaking research on the 
part of the compilers. About one-half of the new 
definitions have been assembled and are now being 
studied by the committee. Further preliminary work 
will include a careful checking of representative bal- 
ance-sheets and other financial statements to discover 
terms which have been overlooked. Upon that oc- 
casion it is also proposed to pay special attention to 
governmental and institutional accounting. Previous 
work on terminology has been carried out largely 
from the point of view of private business, but a re- 
cent meeting with the chairman of the national com- 
mittee on standard reports for institutions of higher 
education has served to emphasize the need for a 
better understanding and interpretation of terms used 
in that important field. 


“After all these details are properly attended to, the 
time will have arrived to seek extensive codperation 
outside the membership of the Institute. Needless 
to say, that means you, gentlemen! 


“Your president has promised to appoint a com- 
mittee of your association for the purpose of re- 
viewing and criticizing a draft of the second tentative 
report which we expect to submit to you next year. 
Copies of the draft will doubtless also be circulated 
in other quarters from which constructive criticism 
might be expected. 

“Let me urge everyone of you, gentlemen, to take 
a personal interest in that draft and to keep up the 
flow of criticism until all your views are fully known, 
because once you stop, we shall naturally assume that 
there are no further objections. And although the 
formal initiative in the field of accounting terminol- 
ogy must remain with practising accountants, in fact 
you bear a heavy share of our burden, since only 
through systematic instruction can our task ever be 
accomplished. 


“I don’t think it is possible to overemphasize the 
importance of education in a matter like this. It is 
true that a good many of us hope to live long enough 
to derive lasting benefits from a standardization of 
accounting terminology, but the ultimate success of 
our undertaking depends almost entirely upon the 
attitude of the next generation and is therefore in 
the hands of those, who guide it in forming correct 
habits, before it can become addicted to using certain 
terms in ambiguous or illogical ways. For that mat- 
ter, reform may come much sooner than we now ex- 
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pect. It is in the nature of things that youngsters 
brought up strictly should find the laxity of their 
elders shocking and if we are thus put under pres- 
sure both from above and below, we may be obliged 
to mend our ways before long.” 


A Plan for Technical Research 


A committee on technical studies, of the 
Society of Certified Public Accountants of the 
State of New Jersey, has devised a plan for 
assembling and codrdinating technical infor- 
mation in possession of members of the society. 

A questionnaire has been circulated among 
the entire membership, listing forty-one topical 
headings with the request that each member 
indicate those subjects with which he feels him- 
self best qualified to deal, either as a member 
of a special committee or by the preparation of 
a special report. The questionnaire also pro- 
vides for indication of the particular subjects 
on which the individual members may desire 
information. 


In a covering letter the committee offers the 
following explanation of its purposes: 


“Almost everyone, we think will agree that there 
is in the membership of the state society a vast store 
of unutilized or partly utilized knowledge and ability. 
We must likewise agree that, while the affairs of our 
clients and the facts of specific cases are matters 
which are to the highest degree confidential, the pro- 
fessional knowledge of principles and procedure both 
in regard to special phases of accounting work or 
in regard to particular industries is something that 
will benefit both the giver and receiver if it is dis- 
seminated as widely as possible. The committee are 
therefore presenting to the membership a list of sub- 
jects in which the members may either be more ex- 
pert than the average due to their special experience 
or which may cover topics on which they would like 
the benefit of the advice and experience of other 
members. 

“While the list of topics is large it is not neces- 
sarily exhaustive. It is quite possible some of the 
topics are ones in which the members have no in- 
terest either as experts or inquirers. In any case the 


committee would be glad if the membership would 
indicate on which topics they are prepared to give 
the benefit of their experience to other members and 
on which topics they would like the committee or 
some of the membership to investigate and report.” 


Following are the topics suggested in the 
questionnaire: 


1. Having to do with the practice of accountancy in 
general: 
Accountants’ office and staff management 
Accounting machinery 
Accountants’ reports 
Auditors’ statements for credit purposes 
Budgets and budgetary control 
Business laws 
Consolidations and reorganizations 
Court testimony 
Standard costs 
Economics of accountancy 
Forecasting 
Graphic control and ratios in business 
Intangible assets 
Inventory methods 
Federal taxation 
Liability for material commitments 
Management problems 
Monthly audits 
Non-profit institutions accounting 
No-par-value stocks 
Training of juniors 
Preparation of working papers 


2. Having to do with specific industries: 
Automobile dealers’ accounting 
Bank and trust company accounting 
Clothing manufacturing accounting 
Contractors’ accounting 
Fiduciary accounting 
Foreign trade accounting 
Hotel accounting 
Insurance accounting 
Mining and smelting accounting 
Municipal accounting 
Non-profit institutions accounting 
Public utilities accounting 
Publishers’ and advertisers’ accounting 
Retail accounting 
Shipping accounts 
Stock-brokerage accounting 
Wholesale accounting 
Textile accounting 
Real estate accounting 
Investment trusts 


The members of the committee are as fol- 
lows: Maurice E. Peloubet, chairman, W. Mel- 
ville Coursen, vice-chairman, Wilbur H. Camp, 
Leon Kranztohr, Hyman Roth, Louis M. 
Sternrich. 
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A. Wenzelburger 


A. Wenzelburger, a charter member of the 
American Institute of Accountants, died on 
November 6, 1932. Mr. Wenzelburger was a 
certified public accountant of California. He 
was one of the oldest practitioners in San Fran- 
cisco. For many years he had practised as a 
partner of Wenzelburger & Vickery, but at 
the time of his death was associated with Bar- 
row, Wade, Guthrie & Co. at San Francisco. 


Continuous Monthly Audits 


A pamphlet describing the advantages of 
monthly audits by independent accountants, 
with illustrative forms, has been prepared by 
the Jacksonville chapter of the Florida Insti- 
tute of Accountants, with the approval of mem- 
bers of the Jacksonville Clearing House Asso- 
ciation, and has been published by the Florida 
Institute for distribution through its members. 


The foreword expresses the belief that the 
adoption of the procedure suggested in the 
pamphlet would be of benefit to all concerned, 
and that a free discussion of monthly state- 
ments by the client, banker and accountant 
would undoubtedly eliminate waste of energy 
in the conduct of business. 


The general purposes of monthly reports, it 
is stated, are to show clearly the changes which 
have taken place during the month and the 
results of operations for the month, as well as 
the financial condition at the close of the 
month. 


Illustrative statements of operation, and of 
resources and their disposition, and an analysis 
of customers’ accounts are presented to show 
how these purposes may be accomplished. On 
occasion, it is said, these three generally 
essential statements may be amplified by state- 
ments of cash receipts and disbursements, by 
comparisons of transactions for the month with 
budget estimates, by statements of purchases 
and sales, by analysis of inventories, by 
analysis of overhead expenses, and by statis- 
tical statements of costs and profits classified 
according to production units. 


It is recommended that a condensed balance- 
sheet and comments on notes and accounts re- 
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ceivable and payable be submitted also, to show 
fully the financial condition at the close of the 
period. 

A brief description of the auditor's pro- 
cedure supplements the illustrative pro forma 
statements which, it is said, are drawn to con- 
form with those suggested in the Federal Re- 
serve Board Bulletin, Verification of Financial 
Statements. 


Liability of Directors 


The Ohio Society of Certified Public Ac- 
countants has published a bulletin calling at- 
tention to the personal responsibility of direc- 
tors of corporations, and pointing out that un- 
der Ohio law a director is exempt from charges 
of negligence if he has relied in good faith up- 
on financial statements certified by accountants 
of good reputation. 


The following are submitted as examples of 
corporate acts for which directors may be per- 
sonally liable: 


1. Acts authorized by the board of directors 
clearly beyond their power, whereby loss 
ensues or property is disposed of without 
authority. 

2. Lending money in violation of the corporate 
charter and by-laws. 

3. Borrowing money in excess of the company’s 
power or approving expenditures without 
adequate information. 

4. Speculation in stocks of other corporations. 

. Issuance of worthless stock. 


6. Payment of illegal dividends. 


“An Afterthought of Pacioli” 


A brief analysis of the developments of ac- 
countancy and a description of its place in the 
business world today is included in a pamph- 
let published under the title, ‘An Afterthought 
of Pacioli”, by the Georgia Society of Certified 
Public Accountants. The pamphlet is being 
distributed by the Atlanta chamber of com- 
merce to its members and other business men 
in Georgia. The purposes and advantages of 
financial statements and of independent audit, 
and the structure of the accountancy profession 
in the United States are briefly described. 


- 
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“Share-the-W ork” 


A pamphlet containing addresses on behalf 
of the Share-the-Work movement will be made 
available upon request to any member of the 
American Institute of Accountants. 

The pamphlet, entitled ‘‘Share-the-Work 
Talks,” includes addresses by W. C. Teagle, 
chairman of the codrdination committee, L. C. 
Walker, Alfred P. Sloan, Jr., Mayor Joseph V. 
McKee and Owen D. Young. 

In the December Bulletin of the Institute 
there was published a resolution adopted at the 
annual meeting last October, recording the In- 
stitute’s approval of the Share-the-Work move- 
ment and pledging the codperation of its mem- 
bership. 

It is hoped that accountants will avail them- 
selves of every opportunity to point out to 
clients the economic advantage of staggering 
work schedules to eliminate discharge of 
employees. 

J. E. Sterrett, New York, has been asked to 
act as chairman of the accountants’ group by 
Paul D. Cravath, general chairman for all the 
professions of Manhattan. 


Descriptive Information in 
Annual Reports 


An analysis of descriptive information in- 
cluded in annual reports to stockholders of a 
number of large corporations is presented in a 
fifty-six page pamphlet published by the 
Policyholders Service Bureau of the Metro- 
pe Life Insurance Company. The pamph- 
et is the third of a series dealing with the form 
and content of annual reports to stockholders. 

The latest publication briefly states the ad- 
vantages of comprehensive reports and lists the 
various types of descriptive information which 
may supplement formal financial statements 
and recital of statistics. Among common types 
of descriptive matter are names of officers, de- 
partment heads and members of the board of 
directors, sometimes with a statement of other 
affiliations of directors; a list of products, 
manufactured or sold by the company, with a 
directory of manufacturing, sales, branch and 
affiliated companies; a single-page summary 
of activities, operations and products. An- 
other type of ¢ sans matter is a supple- 
mentary statement relating to balance-sheets 
and profit-and-loss statements, which are some- 
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times highly technical in character. A state- 
ment of new acquisitions, capital expenditures 
and changes in the corporate structure are some- 
times presented for ae information of stock- 
holders. A review of operations, dealing with 
salient facts on sales sal seskeaed, and a re- 
view of economic conditions and industrial re- 
lations are frequently included in annual re- 
ports. Statistical data showing general ten- 
dencies of the business are also occasionally 
included. 


Illustrations drawn from the reports of 


thirty-six large corporations constitute the 
greater part of the pamphlet. 


Accountants As Receivers 


In a letter to the editor of the New York 
Times, published December 15th, a reader 
recommends that accountants be appointed re- 
ceivers in the United States, and refers to the 
fact that such practice is common in England. 
The text of the letter is, in part, as follows: 


“Any change from the present manner of handling 
bankruptcies is desirable, as nothing could be worse 
than what obtains almost everywhere in the United 
States. In England chartered accountants are, I un- 
derstand, always appointed receivers, and their record 
a few years ago was something over 60 per cent. of 
assets realized on and a satisfactory dividend on 
claims paid to creditors. 

“The corporation with which I am connected has 
in the last four years filed several hundred claims 
amounting to several thousand dollars, and in all 
that time they have not received one dollar in the 
way of a dividend. 

“As attorneys have failed to take advantage of this 
opportunity to render a real service to business, why 
should not the certified public accountant be given 
the chance to do so?” 


From October to November, 1932, J. A. D. 
Parrish, Norfolk, served as a member of a milk 
commission appointed by the city manager to 
investigate costs of producing and distribution 
of milk to the householders in the vicinity of 
Norfolk. As a result of the commission’s en- 
deavors, with the earnest codperation of the 
representatives of the milk industry, the price 
to the householders was reduced 25 per cent. 


Bulletin of American Institute of Accountants 


Board Chairman’s Address before 
Bar Examiners 


Following is the text of an address delivered 
by Elmer L. Hatter, chairman of the American 
Institute of Accountants board of examiners 
before the National Conference of Bar Ex- 
aminers at Washington, D. C., October 11th: 


I appear before you today representing the board 
of examiners of the American Institute of Account- 
ants. This board consists of nine members of the 
Institute in practice, elected, three each year for a 
term of three years, with authority given them by 
the by-laws of the Institute to conduct examinations 
under such rules and regulations as the board may 
formulate for the conduct of its work. 


The members of the board serve without any re- 
muneration whatever, but are permitted to employ 
qualified examiners to assist in the preparation of 
examination questions and the grading of answers. 


I have been asked to discuss the plan of codperation 
now in use between the board of examiners of the 
American Institute of Accountants and the various 
state boards of accountancy. 


What has been determined to be of real practical 
value in our case may prove to be of equal value 
to the National Conference of Bar Examiners. 


I have read the paper entitled “A national board 
of law examiners” by Will Shafroth, your secretary, 
which appeared in the April, 1932, issue of The 
Bar Examiner, and have also read an answer to that 
article, appearing in the September, 1932, issue of 
the same magazine, written by Charles E. Carpenter, 
of the University of Southern California school of 
law. Both of these articles are intensely interesting 
to me because they fully demonstrate that the legal 
profession is not unlike our own profession of ac- 
countancy in its desire to attain uniformity in ex- 
aminations throughout the country. 


I am certainly not so presumptuous as to offer any 
suggestions to your organization as to the best method 
of bringing about what might prove to be an ideal 
situation with respect to uniform qualifications in 
the several individual states. I hope, however, that 
a statement of our working plan and its advantages 
will aid you in the solution of your own problems. 


In order that you may fully understand the work 
of the American Institute of Accountants, a very brief 
synopsis of its history will probably be in order. 
The Institute was organized in 1916, succeeding the 
American Association of Public Accountants, which 
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with its predecessor organization had been active 
since about 1894. These predecessor organizations 
were constituted to include in their membership all 
who were members of their constituent state societies. 
Under the new organization plan memberships were 
individual. 

Full membership in the American Institute of Ac- 
countants is now available to those accountants who 
have certain qualifications, chief among which are a 
satisfactory preliminary education and practice on 
their own account or in the employ of a practising 
public accountant for a period of not less than five 
years next preceding their application for member- 
ship; and to accountants who are in possession of 
certified public accountant certificates of acceptable 
standard, engaged in accountancy instruction in 
schools recognized by the board of examiners, for a 
period of not less than five years next preceding their 
application for membership. 


Associate membership is available to accountants 
who have similar qualifications, but less experience 
in practise. 

Applicants for associateship may receive credit for 
two years’ public practise if they are in possession 
of a certified public accountant certificate of acceptable 
standard, or if they are graduates of schools of ac- 
countancy recognized by the board of examiners. 


The board of examiners of the Institute are, of 
course, bound by its by-laws, but they are given 
authority to make their own rules and prepare such 
examinations as they deem proper. 


Shortly after the organization of the American In- 
stitute of Accountants, and the proper functioning 
of its board of examiners, the plan of coéperation 
between the Institute and the state boards of ac- 
countancy was suggested and put in actual practice. 
The board of examiners were holding their written 
examinations for admission to the Institute, and con- 
siderable thought was given to the suggestion that 
these examinations be made available to state boards 
of accountancy in examining candidates for state 
certified public accountant certificates. 


The matter was brought to the attention of the 
several state boards, and nine states accepted the offer 
and in November, 1917, the first codperative ex- 
amination was held.. 


It was generally considered that a well thought 
out plan of coéperation would accomplish much in 
the establishment of a high standard of excellence 
throughout the United States and would provide a 
fair basis for the establishment of reciprocal relations 
between states. 
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The plan continually grew in favor until as many 
as 38 separate boards made use of the examination 
questions prepared and furnished by the Institute. 

The detail of this plan of coéperation can be best 
explained by a quotation from a paper circulated 
among state boards by the American Institute: 


“PLAN OF COOPERATION IN THE CONDUCT OF 
EXAMINATIONS OFFERED BY THE BOARD OF 
EXAMINERS OF THE AMERICAN INSTITUTE 

OF ACCOUNTANTS TO STATE BOARDS OF 
ACCOUNTANCY. 


“In the hope of attaining uniformity in accounting 
examinations throughout the country, the American 
Institute of Accountants offers to state boards of ac- 
countancy a plan of codperation which, it is believed, 
will lead to the establishment of a common stand- 
ard wherever certified public accountant examinations 
are conducted. 

“In making this proposal to state boards the In- 
stitute is animated solely by a desire to assist in the 
setting up of standards and realizes that it has no 
right, as it certainly has no desire, to interfere in 
any way with the prerogative or dignity of any state 


board. 


“State boards may accept the proposal at any time. 
If accepted the arrangement may be cancelled at will 
by state boards. The details of the plan follows: 

“1. Examination questions are prepared by the 
board of examiners of the Institute and cover audit- 
ing, accounting theory and practice and fundamentals 
of commercial law. 

“2. Questions prepared by the Institute are based 
upon sound, practical knowledge and are carefully 
revised to eliminate all ambiguities. 

“3. The Institute offers to all state boards the use 
of these questions and the services of the Institute’s 
examiners for grading the answers. 

“4. The Institute’s examiners will mark the an- 
swers of candidates and return the papers to state 
boards for their own marking, with reports of the 
opinion of the Institute board as to the success or 
failure of candidates. Success or failure in each 
subject will be indicated, but exact marks will not 
be given. 

“5. The passing grade is 75% in all subjects. 

“6. The Institute's examiners will not make any 
notations on the answers and will return them 
promptly to state boards if desired. 

“7. State boards are invited to appoint representa- 
tives to participate in oral examination of persons 
applying simultaneously for admission to the Institute 
and for certificates as certified public accountants in 
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states wherein the laws permit the issuance of cer- 
tificates following oral examination. 


“8. Examinations are held in the middle of May 
and November of each year. 


“9. Stationery suitable for the use of candidates 
is prepared and furnished with the question papers. 


“10. Any candidate who satisfies the board of ex- 
aminers of the Institute may apply to the Institute 
at any subsequent time when he possesses the quali- 
fications demanded by the Institute and may be 
elected an associate of the Institute without further 
technical examination. 


“11. Should such a candidate seek full member- 
ship, he may be required to prepare a thesis on one 
of a group of subjects proposed by the board of 
examiners. 


12. Candidates for the C. P. A. certificate, if 
they pass the qualifications demanded by the In- 
stitute, may file application to the Institute simul- 
taneously with application to the state board. 


“13. State boards which desire to have their can- 
didates receive the benefit of grading by the Insti- 
tute in addition to the state board grading shov!d 
submit the answers to the Institute at the earliest 
possible moment. It is understood that in order to 
obtain the benefit of grading by the Institute the 
answers must be placed in the mails for transmission 
to the Institute within five days after termination of 
the examinations. This has been found necessary 
because the Institute’s examiners are engaged in 
marking as soon as the examinations are ended, and 
it would not be feasible to call back the examiners 
to examine each state’s papers, as they might happen 
to come in after having been examined by the state 
board. 


14. In view of the considerable expense incurred 
in the preparation of papers, stationery, etc., in the 
conduct of examinations and in marking of the 
papers, the board of examiners has found it neces- 
sary to ask state boards of accountancy to bear a por- 
tion of the cost. This proportion in the light of ex- 
perience has been found to amount to approximately 
$10 a candidate. Accordingly, state boards are re- 
quested to divide their fees with the Institute on a 
50% basis, on the understanding that in no case 
shall such 50% exceed $10 for each candidate. 
Should it later appear that the expense can be re- 
duced, the Institute will notify state boards and 
amend the basis of remuneration accordingly. 


“15. If a candidate for the C. P. A. certificate is 
at the same time an applicant to the Institute no 
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fee shall be payable by the state board on his ac- 
count. 

“16. It is agreed by the board of examiners of the 
Institute that if any candidate for whom fees have 
been received by the Institute subsequently applies 
to the Institute for admission, the $10 or other 
amount paid on behalf of such candidate by the 
state board shall be refunded to the state board. 


“17. It is further understood that when state 
boards re-examine candidates in one or more sub- 
jects without charge no fee for such re-examination 
shall be payable to the Institute.” 


As a matter of fact the charge made to state boards 
for the work performed for them has not been finan- 
cially profitable to the Institute’s board of examiners. 
The deficit growing out of this service rendered to 
the state boards has always been regarded as a con- 
tribution to the cause of professional advancement. 


Should the National Conference of Bar Examiners 
adopt uniform examinations they would probably not 
have all the complications present in the plan used 
by the American Institute of Accountants and the 
several state boards of accountancy. In your case it 
is not my understanding that these same examinations 
would be used as a basis for admission to the Amer- 
ican Bar Association or other national organizations. 
With the American Institute a double purpose is 
served: first, that of securing for the candidate a 
state C. P. A. degree, and secondly, satisfying the 
board of examiners of the Institute of the technical 
fitness of the applicant. 


If a candidate for a state C. P. A. degree, who 
passes the state board examination prepared by the 
Institute, desires to apply for membership in the 
Institute his application is considered by the board 
of examiners with respect to his preliminary edu- 
cation, length of practice, character, etc., independent- 
ly of his success in the technical examination. 


Candidates for admission to the Institute residing 
in states not using the Institute examinations are 
permitted to sit for such examinations in places 
designated by the Institute board of examiners. 
These examinations are held under the direct super- 
vision of the board. 


The preparation of examination questions is ex- 
tremely important. In our case the following pro- 
cedure is followed: 


Several months before each examination prominent 
members of the American Institute of Accountants, 
such as officers, members of council and committees 
and all members of state boards which codperate 


in the standard plan, are requested to submit ques- 
tions for use in the examination. As these men are 
with few exceptions practising accountants, the ques- 
tions are nearly always drawn from actual experi- 
ence. The chief of the Institute’s staff of paid ex- 
aminers selects from the questions which are sub- 
mitted a sufficient number to make a well balanced 
paper and revises them if it is necessary so that the 
entire paper may be answered in the specified time 
limit. A test examination is then held at which the 
questions are answered by the whole force of ex- 
aminers and such alterations as are deemed necessary 
are made. The paper is then submitted to the board 
of examiners, and further alterations are frequently 
made by the board. 


After final approval the examination papers are 
printed, due care being taken to see that the utmost 
secrecy is observed. There has never been an in- 
stance of discovery of the questions in advance. The 
questions are then mailed to an individual officer of 
each coéperating state board by registered mail, 
marked ‘confidential’, about a week in advance of 
dates set for the examination. 


All examinations in which the Institute’s ques- 
tions are used are held on the same days and the 
same hours throughout the country. Two days are 
required for the full examination. Each day is di- 
vided into two sessions, from 9 a. m. to 12.30 p. m., 
and from 1.30 p. m. to 6.30 p. m. Candidates are 
conditioned and re-examined under rules made by the 
board of examiners. 


The board of examiners employs a staff of ex- 
perienced examiners who complete the marking of all 
papers within thirty days after the examination. 
When any doubt exists as to the success or failure 
of a candidate several reviews of the examination 
papers are made. All papers contain candidate’s 
number only, so that examiners do not know the 
identity of the candidate whose paper is being ex- 
amined. The candidate’s name and number appears 
on an identification card which is withheld from the 
examiners. 


After the marking of all papers is fully completed, 
they are returned to the state board from whence 
they came, together with a memorandum of the rat- 
ings given by the examiners. The ratings given by 
the Institute board of examiners are those used where 
applications to the Institute for membership are 
made. State boards are privileged to change ratings 
for their own use in deciding as to candidates’ quali- 
fications for the state C. P. A. degree, but such 
changes are apparently not frequently made, since 
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differences of opinion between the Institute’s ex- 
aminers and the state boards are very rare indeed. 


I have with me a book containing copies of some 
of the examinations given by the American Institute 
of Accountants, which I will leave with your secre- 
tary so that you may study, if you desire, the scope 
of our tests. 


The examinations prepared by the Institute have 
been of a high standard, and the use of these ques- 
tions has been generally helpful in raising the stand- 
ard of the C. P. A. examination in a number of states. 
Reciprocal relations between states have been facili- 
tated by the successful application of the plan of 
codperation. 


The board of examiners of the American Institute 
of Accountants feel they have rendered a real service 
to the state boards of accountancy and to the pro- 
fession of accountancy. They are willing to continue 
this service as long as it is received in the same spirit 
in which it is unselfishly given. 


State Boards of Accountancy 


MINNESOTA 
As a result of the November, 1932, ex- 
aminations, the Minnesota state board of ac- 
countancy has issued C. P. A. certificates to 
W. J. Fronk, Clifford W. Anderson and F. W. 
Holloway. 


NEw JERSEY 


The New Jersey state board of public ac- 
countants has issued C. P. A. certificates to the 
following candidates who were successful in 
the November, 1932, examinations: Julius 
Aaronson, Paterson; Joseph Africano, Union 
City; Clarence H. Ahsler, Rutherford; Saul 
Berr, Passaic; Joseph F. Bradway, Atlantic 
City; Isidore Y. Cohen, Michael G. Emin, 
Murray A. Granet, Herbert F. Sanders, Nathan 
S. Sax, Abraham J. Spector and Henry T. Field- 
ing of Newark; William F. Connolly, Belle- 
ville; Louis S. Korb, Grantwood; Herbert K. 
Lyon, Louis F. Meola of Hoboken; Joseph M. 
Meyer, Army Mintel of New Brunswick; John 
Mikulik, Clifton; Frank W. Smith, Glen Rock; 
William H. Winters, North Bergen; William 
M. Black, Millburn; George J. Armstrong, 
Upper Montclair; William H. Roberts, West 
Orange; Maurice T. Fleisher, Camden. 


VIRGINIA 


The following persons passed the Novem- 
ber, 1932, examinations of the Virginia state 
board of accountancy: Richard B. Cox, M. D. 
Headley, Joseph S. James, Aubrey V. Kidd, 
W. A. Knight, W. P. Mallard, all of Rich- 
mond; Claude A. Dickerson, Lynchburg; 
Richard G. Hantzmon, Charlottesville; Alton 
B. Kidd, Roanoke; J. P. Miller, Pulaski; 
Harry T. Quirk, Cherrydale. 


NEWS OF LOCAL SOCIETIES 


California 


Los ANGELES 


The Los Angeles chapter of the California 
State Society of Certified Public Accountants 
held a meeting on December 12th at the Elks 
club, and had as its guests the members of the 
local chapter of the Robert Morris Associates. 
The topic of discussion was “Coédperation be- 
tween ers and accountants”’. 

The Los Angeles chapter has appointed a 
committee on joint facilities, consisting of the 
following persons: John L. Riemer, chairman, 


Bertha Aldrich and Ernest A. Hechler. 


SAN FRANCISCO 
A joint meeting of the San Francisco chapter 
of the California society, the bank chapter of 
the San Francisco Association of Credit Men, 
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and the San Francisco Bay chapter of the 
Robert Morris Associates was held at the En- 
gineers’ club on December 16th. 

A paper on uniformity in financial reporting 
was read by Phillip A. Hershey, which outlined 
the results of graduate research work in the 
University of California under Professor Henry 
Rand Hatfield. 

Frederick C. Kohnke presented the John F. 
Forbes medal to A. Thomas Murphy of San 
Francisco, who had received the highest grade 
in the November, 1931, and May, 1932, ex- 
aminations for the C. P. A. certificate of Cali- 
fornia. 

The meeting, which was the first held since 
the return of John F. Forbes to San Francisco, 
was made the occasion of a reception to Mr. 
Forbes to — to him and to the accounting 
profession of California the congratulations of 
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the state society on his election as president of 
the American Institute of Accountants. In the 
absence of James E. Hammond, president of 
the California society, the address of con- 
age ee was delivered by Lewis Lilly, presi- 

ent of the San Francisco chapter. Mr. Forbes 
made a brief response. 


Connecticut 


The Connecticut Society of Certified Public 
Accountants held a meeting on December 16th 
at the Barnum hotel, Bridgeport, at which a 

per on “Municipal accounting and budget- 
ee was read by Guy Cambria of Middletown. 
Following discussion of the paper the follow- 
ing resolution was adopted: 


RESOLVED, That the Connecticut Society of Certi- 
fied Public Accountants sponsors the following 
features for the improvement of municipal ac- 
counting. 


1. Coérdination of the date when taxes become due 
and payable with the date of commencement of 
the budget and fiscal years, so that property tax 
collections may be available when expenditures 
against appropriations are begun for the fiscal 
year for the purpose of eliminating the large 
interest cost now resultant from tax anticipa- 
tion notes occasioned by property taxes becom- 
ing due and payable several months after the 
fiscal year begins. 


2. That property taxes may be collected in quarterly 
instalments throughout the year for which ap- 
propriations are financed to relieve taxpayers 
from the burden of single or two payments as 
now permitted by the statutes. 


3. That statutory provision be made for a town 
bookkeeper, who may be the town treasurer, in 
order to centralize the bookkeeping records of 
the towns of the state, with the exception of 
records of the tax collector, and discontinue the 
present practise of sections of the records being 
kept by the selectmen, treasurer and board of 
education. This revision would permit of the 
financial status of a town being determined 
from one system of records at one location. 


4. That the present statutes be revised to require 
that one town auditor be appointed instead of 
the present practice of election of two persons 

_ and that an appointee must possess at least 
five years’ experience in double entry bookkeep- 
ing or be a certified public accountant. 


The following committee was appointed to 
codperate at the next session of the state legis- 
lature in matters relating to municipal account- 
ing: Charles F. Coates, George F. Campbell, 
Guy Cambria, J. William Hope, Milton H. 
Friedberg. 

Following the business meeting a testi- 
monial dinner was given in honor of J. William 
Hope, state treasurer elect. Mayor Edward T. 
Buckingham, who was a guest of the society, 
extended a welcome to Bridgeport to out-of- 
town members and guests. Walter A. Mus- 
grave, president of the society, was introduced 
by Milton H. Friedberg and congratulated Mr. 
Hope on his election to state office. Charles 
F. Coates spoke on behalf of the state board of 
accountancy of Connecticut. A committee was 
appointed to prepare and present to Mr. Hope 
a resolution expressing the society's gratifica- 
tion at his election. 


Florida 


The semi-annual meeting of the Florida In- 
stitute of Accountants was held at the May- 
flower hotel in Jacksonville on December 2 
and 3, 1932. 

The first day of the meeting was devoted to 
consideration of reports of officers and com- 
mittees. 

At the second day’s sessions C. Cecil Bryant, 
chairman of the state board of accountancy, 
outlined the activities of the board. Harry 
Goldstein and I. J. Varnedoe, presidents of 
the Miami and Jacksonville chapters of the so- 
ciety, respectively, spoke on the work of their 
chapters. A committee consisting of Harry 
Goldstein, chairman, Walter Mucklow and J. 
B. Asher was appointed to give consideration 
to state sales taxation. C. H. Goodrich, C. C. 
Potter and Orton W. Boyd were appointed a 
committee of three to consider proposals for 
the revision of the present calendar year, with 
a request to report at the next annual meeting 
of the Institute to be held in June, 1933. Mr. 
Goodrich is chairman of the committee. 

Frank Butler spoke on matters appertaining 
to inheritance-tax cases. He stated that at the 
coming legislature amendatory legislation 
would be proposed. 

Ocala was selected as the meeting place for 
the 1933 annual meeting. 
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Georgia 

The Atlanta chapter of the Georgia Society 
of Certified Public Accountants and the At- 
lanta chapter of the National Association of 
Credit Men had a joint meeting on December 
16, 1932, at the Atlanta athletic club. The 
subject under discussion was ‘Accounts receiv- 
able at December 31, 1932”. Joel Hunter, 
Lyle Campbell and S. B. Ives were the prin- 
cipal speakers. 

A free placement department has been or- 
ganized by the Georgia society under the di- 
rection of E. H. Bailey. 


Louisiana 

The following addresses were delivered over 
radio station WWL by members of the Society 
of Louisiana Certified Public Accountants on 
December 2nd, 9th, 16th, 23rd, 30th and 
January 6th respectively: ‘‘The relation of pub- 
lic accountancy to modern business’, by Rene 
J. LeGardeur; “The responsibilities of the 
certified public accountant’, by Archie M. 
Smith; ‘System and budgetary services’, by 
Louis H. Pilié; ‘The value of the unqualified 
certificate’, by Darby Sere; “The 1932 federal 
income-tax law’, by Henry J. Miller; “Why a 
state society of certified public accountants?” 
by Thomas A. Williams. 


Guy V. W. Lyman has resigned as chairman 
of the society’s library committee, and Lucien 
J. Moret has been appointed to succeed him. 

The following persons have been appointed 
to the society's committee on general arrange- 
ments for the 1933 annual meeting of the 
American Institute of Accountants: Thomas 
A. Williams, chairman, George A. Treadwell, 
secretary, Emile Bienvenu, Rene J. LeGardeur, 
Guy V. W. Lyman, Camille Weis, Darby Sere, 
John A. Peyroux, Lucien J. Moret, Louis H. 
Pilié, Daniel D. Ewing and Archie M. Smith. 


Maryland 


The Maryland Association of Certified Pub- 
lic Accountants held a meeting at the Emerson 
hotel, Baltimore, to consider a report of the 
committee on banking legislation. The mem- 
bers present approved the report of the com- 
mittee and voted to refer the matter to the 
trustees of the association. 


Immediately after the meeting of the asso- 
ciation the trustees held a meeting at which it 
was decided to forward the committee’s report 
to Governor Albert C. Ritchie of Maryland, 
with the request that he refer the recommen- 
dation contained in the report to his recently 
appointed banking commission. 


Among other things the report suggested in- 
dependent annual audits of banks and com- 
pulsory — of financial statements 
and certificates. 

The next meeting of the association will be 
held at the Emerson hotel on January 10th, 
and will be devoted to discussion of proposed 
new by-laws of the association. 


Massachusetts 


A meeting of the Massachusetts Society of 
Certified Public Accountants was held on De- 
cember 19, 1932, at the chamber of commerce 
building, Boston. 

Federal taxation was the topic of discussion, 
in which the following members of the com- 
mittee in charge of the program took part: 
Carroll F. Holt, chairman, Lee Perkins, Doug- 
las I. Mann and Edwin E. Wakefield. 


Mr. Holt stated that the new law effected 
more than 750 actual changes in our federal 
tax system. He outlined the nine sections of 
the revenue act of 1932 and spoke briefly of the 
ig of the income-tax section. Mr. Per- 

ins discussed the change in allowance for for- 
eign taxes paid, taxability of dividends paid by 
the federal reserve banks, carrying forward of 
net losses, etc. Mr. Mann discussed the section 
of the law relating to limitations in respect to 
deduction of security losses, ‘‘wash sales’’, etc. 
Mr. Wakefield spoke in detail on sections 
111/114 relating to gains or losses on sales 
and exchanges, depreciation, depletion, etc. 

The meeting was then opened for general 
discussion, in which C. F. Rittenhouse, H. H. 
Albee, A. C. Gove and others participated. 


There were approximately 100 persons 
present. 


Nebraska 


At a meeting of the Nebraska Society of 
Certified Public Accountants held at the Con- 
ant hotel, Omaha, on December 15, 1932, F. 
M. Croxson, general agent for the Equitable 
Life Assurance Society of the United States, 
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spoke on “Business life insurance”. ‘‘Com- 
position of reports on annual audits’ was the 
subject of an address delivered by William 
Bryden, a member of the society. Discussion 
followed Mr. Bryden’s paper. 

The committee on professional ethics sub- 
mitted a proposed ph of ethics for the so- 
ciety, copies of which it was decided to mail 
to all members of the society. 


New York 


The New York State Society of Certified 
Public Accountants held a meeting on Decem- 


ber 12, 1932, at the Waldorf-Astoria hotel. 
“Federal taxation” was the subject of a special 
program arranged under the auspices of the 
society's committee on federal taxation. Joseph 
J. Klein and Robert H. Montgomery were in 
charge of the round-table discussion on this 
topic. 

A paper entitled “Some future aspects of 
New York state taxation’” was read by Joseph 
Getz, member of the society's committee on 
state taxation. The chairman, Isidor Sack, was 
present and answered questions on _ state 
taxation. 


ANNOUNCEMENTS 


Acker, Bacas & McGirl announce the open- 
ing of a branch office in the Bank of Hunting- 
ton building, Huntington, Long Island. 


James C. Addison & Co. have opened offices 
at 701 Southern Surety building, Des Moines, 
Towa. 


John E. Chambers, C. Clauson, John E. 
Meals, and William Scollard announce the 
opening of joint offices in the Vance building, 
where they will continue their individual 


pfactices. 


On January 1, 1933, A. B. Bolin and C. A. 
Quinn were admitted as partners of the firm of 
Elliott, Andrews & Ivy, 720 Bank of Commerce 
building, Memphis. 


Caddie H. Kinard announces the removal of 
his offices from Masonic Temple to 401 Arm- 
strong building, El Dorado. 


Rene j Le Gardeur delivered the first of a 
series of broadcasts on behalf of the Society 
of Louisiana Certified Public Accountants on 
December 2nd. The title of his paper was 


“The relation of public accountancy to modern 
business.” 


William H. Mers and Elmer J. Bauer an- 
nounce the formation of a partnership under 
the firm name of Mers & Bauer with offices at 
321 Dixie Terminal building, Cincinnati. 


L. B. Prosnitz & Co. announce the removal 
of their offices to 521 Fifth avenue, New York. 


Temple, Brissman & Co. announce the 
change of their St. Paul address to 107 Kellogg 
Boulevard, East. 


On January 1, 1933, Ernest R. Wildbrett 
was admitted to partnership in the firm of 
Eppler, Botz & Sangster, 60 John Street, New 
York. 


Harold C. Anderson, Washington, D. C., 
has been appointed a member of the commit- 
tee on manufactures of the Washington, D. C., 
chamber of commerce. 


“Education and good citizenship’ is the title 
of an article by Robert Atkins, New York, 
which appeared in the December, 1932, issue 
of the New York University Alumnus. 


The bulletin of the Indianapolis chamber of 
commerce for November and December, 1932, 
contained an article entitled ‘Corporation life 
insurance” by J. B. Baerncopf, Indianapolis. 


On November 29, 1932, J. Hugh Jackson 
addressed the Palo Alto Kiwanis club on “‘Busi- 
ness and the depression”. On December 7th 
he spoke before a meeting of the Parent- 
Teachers association on ‘The administration of 
the public schools”, and on December 14th on 
“Business conditions—present and future’, be- 
fore the Redwood City Kiwanis club. 


